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INDEPENDENT AUDITORS REPORT

To the Board of Directors of Motif Investing Inc

We have audited the accompanying statement of financial condition of Motif Investing Inc the
Company as of December 31 2012 and the related notes the financial statement that you are filing

pursuant to Rule 17a-5 under the Securities Exchange Act of 1934

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in

accordance with accounting principles generally accepted in the United States of America this includes
the design implementation and maintenance of internal control relevant to the preparation and fair

presentation of the financial statement that is free from material misstatement whether due to fraud or

error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement based on our audit We conducted
our audit in accordance with auditing standards generally accepted in the United States of America Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statement The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statement whether due to fraud or error
In making those risk assessments the auditor considers internal control relevant to the entitys preparation
and fair presentation of the financial statement in order to design audit procedures that are appropriate in

the circumstances but not for the purpose of expressing an opinion on the effectiveness of the entitys
internal control Accordingly we express no such opinion An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management as well as evaluating the overall presentation of the financial statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Opinion

In our opinion such statement of financial condition presents fairly in all material respects the financial

position of Motif Investing Inc as of Dccc mber 31 2012 in accordance with
accounting principles

generally accepted in the United States of America
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Emphasis of Matter

The Company is in the development stage as of December 31 2012 As discussed in Note to the

financial statement successful completion of the Companys development program and ultimately the

attainment of profitable operations is dependent upon future events including maintaining adequate

financing to fulfill its development activities and achieving level of sales adequate to support the

Companys cost structure Our opinion is not modified with respect to this matter

February 27 2013



MOTIF INVESTING INC

Development Stage Company

STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2012

ASSETS

CASH AND EQUIVALENTS 8633752

RECEIVABLE FROM CLEARING BROKER 294940

SECURITIES OWNED 107188

711215

PREPAIDS AND OTHER ASSETS 187837

TOTAL 9934932

LIABILITIES

ACCOUNTS PAYABLE 129541

ACCRUED EXPENSES AND OTHER LIABILITIES 420429

Total liabilities 549970

STOCKHOLDERS EQUITY
Common stock $0.00 par value issued 9594076 outstanding 9594076 shares 10592

Series preferred stock $0.00 par value issued and outstanding

10129658 shares 10130

Series preferred stock $0.00 par value issued and outstanding

8982303 shares 8982

Additional paid-in capital 26183285

Treasury stock 998054 shares 2000000
Accumulated deficit 14828027

Total stockholders equity 9384962

TOTAL 9934932

See notes to statement of financial condition
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MOTIF INVESTING INC

Development Stage Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2012

NATURE OF BUSINESS

Motif Investing Inc the Company founded in 2010 has developed and made available to the

general public patent-pending technology targeted to self-directed investors The Company allows

individuals to make investment choices and decisions through its secure website The Company received

approval to operate and conduct business as broker-dealer in June 2011 is registered with the

Securities and Exchange Commission the SEC and is member of the Financial Industry

Regulatory Authority Inc FINRA The Company commenced operations in 2012

Risks and Uncertainties The Company is subject to all of the risks inherent in an early stage

business operating in the securities industry These risks include but are not limited to limited

operating history new and rapidly evolving markets reliance on additional equity or debt issuances for

funding of operations dependence on the development of new technology and services unfavorable

economic and market conditions competition from larger and more established companies limited

management resources and the changing nature of the securities industry Failure by the Company to

anticipate or to respond adequately to technological developments in its industry changes in customer

demand or changes in regulatory requirements or industry standards or any significant delays in the

development or introduction of technology and services would have material adverse effect on the

Companys business and operating results

LIQUiDITY ANI CAPITAL RESOURCES

To date the Company has not generated significant revenues and has financed its operations and

development primarily through private placements of preferred stock As of December 31 2012 the

Company had cash and cash equivalents of $8633752 Management intends to continue its

development efforts and to finance operations of the Company through debt or equity financings

Although management believes that the Company will be able to successfully fund its operations there

can be no assurance that the Company will be successful in obtaining additional financing on favorable

terms or at all

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Basis of Presentation The Company is development stage company as defined

in Accounting Standards Codification ASC 915 Development Stage Entities as it is devoting

substantially all of its efforts to establishing new business and although planned principal operations

have commenced there has been only limited revenue related to principal operations The Company is

dependent upon continued future financing for the working capital necessary to execute its business

development plan

Use of Estimates The preparation of the Companys fmancial statements in conformity with

accounting principles generally accepted in the United States of America GAAP requires the

Companys management to make estimates and assumptions that affect the reported amounts of assets

and liabilities as of the date of the financial statements Actual amounts could differ from such estimates

and these differences could be material

-4-



Cash and Cash Equivalents The Company considers highly liquid investments with original

maturities of three months or less to be cash equivalents

Securities Owned Securities owned are recorded on trade-date basis and are carried at fair value

Receivable from Clearing Broker Securities transactions are executed through clearing broker on

fully-disclosed basis The amounts receivable from the clearing broker relate to such transactions

Fair Value of Financial Instruments Securities owned are recorded at fair value The Companys
other financial instruments including cash and cash equivalents receivable from clearing broker and

certain other assets are recorded at their cost or contract amount which is considered by management to

approximate their fair value as they are short-term in nature and are subject to frequent repricing

The Companys securities owned of $107188 are valued based on Level inputs as defined in

ASC 820 Fair Value Measurements ASC 820 which are inputs based on quoted prices in active

markets

Total Level Level II Level Ill

Assets Equity securities 107188 107188

Total assets $107188 $107188

Impairment of Long-Lived Assets The Company accounts for long-lived assets in accordance with

ASC 360 Property Plant and Equipment The Company regularly evaluates its long-lived assets for

indicators of possible impairment whenever events or changes in business circumstances indicate that

the carrying amount of the assets may not be fully recoverable An impairment loss would be recognized

when estimated undiscounted future cash flows expected to result from the use of an asset and its

eventual disposition are less than the carrying amount Impairment if any is measured using discounted

cash flows No impairment of long-lived assets has been recorded

Fixed Assets Net Property equipment and leasehold improvements are stated at cost less

accumulated depreciation and amortization Depreciation is computed over the estimated useful lives of

the respective assets which range from three to five years using the straight-line method Amortization

of leasehold improvements is computed over the shorter of the useful life or the remaining life of the

office lease

The Company capitalizes costs incurred to develop its website and internal-use software when

preliminary development efforts are successfully completed management has authorized and committed

project funding and it is probable that the project will be completed and the software will be used as

intended Such costs are amortized on straight-line basis over the estimated useful life of the related

asset which approximates two to three years Costs incurred prior to meeting these criteria together

with costs incurred for training and maintenance are expensed as incurred Costs incurred for

enhancements that are expected to result in additional material functionality are capitalized and

expensed over the estimated useful life of the upgrades

Share-Based Payment The Company accounts for all share-based payment transactions using

fair-value based measurement method required by ASC 718 Compensation Stock Compensation For

the awards with performance conditions the Company must assess the probability of the performance

condition being achieved and accordingly if probable recognizes the expense during the requisite

service period
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FIXED ASSETS

Fixed Assets at December 31 2012 consists of

Furniture and fixtures 40087

Computers/office equipment 51052

Software development 808243

Leasehold improvements 28122

Total fixed assets 927504

Less accumulated depreciation and amortization 216289

Total fixed assets net 711215

STOCKHOLDERS EQUITY

Common Stock During 2010 million shares of common stock were issued in the initial

capitalization of the Company Early holders of common stock purchased the shares under the terms and

conditions of restricted stock purchase agreement which grants the Company the right but not the

obligation to repurchase any shares which have not yet been released from the repurchase option at

price per share equal to the lesser of the fair market value and the original purchase price In 2011 the

Company repurchased 998054 shares of common stock at price of approximately $2.00 per share for

total of $2 million which is recorded as Treasury Stock

Non-Redeemable Convertible Preferred Stock Convertible preferred stock is issuable in series

with rights and preferences In 2011 the Company issued approximately 8.9 million shares of Series

Preferred Stock at price of $2.23 per share raising net proceeds of approximately $20 million

Stock Option Plan In September 2010 the Company adopted 2010 Equity Incentive Plan the

2010 Plan Under the Companys amended and restated 2010 Plan 4223960 shares of common

stock are reserved for the issuance of Incentive Stock Options ISO to employees officers and advisors

of the Company The exercise price of an option is approved by the Board of Directors when the option

is granted and may not be less than the fair market value of the shares on the date of grant ISOs granted

under the Plan generally vest 25% after the completion of 12 months of service and the balance in equal

monthly installments over the next 36 months of service and expire 10 years from the date of grant

The Plan allows for early exercise of options prior to full vesting as determined by the Board of

Directors Unvested shares are subject to repurchase by the Company at not less than the original

exercise price upon termination of employment At December 31 2012 there were shares held by

employees resulting from the exercise of stock options which were subject to repurchase
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summary of the Companys stock option activity under the Plan is as follows

Outstanding Weighted- Weighted-Average

Options Average Remaining

Exercise Price Contractual Life

Outstanding balance December 31 2011 524420 $0.45 10 years

Granted weighted-average fair value of $0.45 per share 2297732 0.45 10 years

Exercised 1592130

Cancelled or repurchased 281490

Outstanding balance December 31 2012 948532

Available for future grant December31 2012 1683298

The aggregate intrinsic value of options exercised was not material to the financial statements for the

year ended December 31 2012

INCOME TAXES

Deferred tax assets and liabilities are recognized for the estimated future tax consequences attributable

to material differences between the financial statement carrying amounts of existing assets and liabilities

and their respective tax bases and for loss carry forwards valuation allowance is recorded for deferred

tax assets if it is more likely than not that some portion or all of the deferred tax assets will not be

realized As of December 31 2012 the Companys deferred tax assets were fully offset by valuation

allowance

The Company has estimated federal and state net operating loss carry forwards at December 31 2012 of

approximately $15021876 and $14897966 respectively available to offset future regular and

alternative minimumtaxable income The Companys federal and state net operating loss carry forwards

will expire beginning in 2031 if not fully utilized

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule 15c3-1 the Rule The Companys

minimumnet capital requirement pursuant to the requirements for introducing brokers with proprietary

trading activities is $100000 The Rule also requires the Company to notify and sometimes obtain

approval from the SEC and FINRA for significant withdrawals of capital or loans to affiliates At

December 31 2012 the Companys net capital was $8447824 which was $8347824 in excess of its

minimumrequirement The Companys ratio of aggregate indebtedness to net capital was 0.065 to at

December 31 2012

RECEIVABLE FROM CLEARING BROKER

Receivable from clearing broker Clearing Broker is pursuant to the clearance agreement in effect At

December 31 2012 the Companys Receivable from Clearing Broker was $294940 of which $250000

was maintained as good faith deposit
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CONCENTRATION OF CREDIT RISK

The majority of the Companys cash and cash equivalents are held at single financial institution in both

money market and non-interest bearing accounts These balances are insured by the Federal Deposit

Insurance Corporation up to $250000 The Company also maintains balances with its Clearing Broker

as disclosed in Note The Companys management does not believe the credit risk associated with its

cash and cash equivalents and receivable from Clearing Broker is significant due to the financial

stability of such financial institutions

10 COMMITMENTS AND CONTINGENT LLABILHES

The Company has lease agreements for office space under non-cancelable operating lease agreements

The last of these leases expires in 2014 The aggregate future minimumannual rental payments for

office space under these lease agreements for the two years subsequent to December 31 2012 are as

follows

Year Ending December 31

2013 $223920
2014 37507

Total $261427

11 RELATED PARTY TRANSACTIONS

For the year ended December 31 2012 the Company did not engage in related
party transactions which

would result in material effect on the business

12 SUBSEQUENT EVENTS

For the purposes of these fmancial statements management evaluated subsequent events through

February 27 2013 the date the fmancial statements were available for issuance
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February 27 2013

Motif Investing Inc

San Francisco California

In planning and performing our audit of the financial statements of Motif Investing Inc the Company
as of and for the year ended December 31 2012 on which we issued our report dated February 27 2013

and such report expressed an unqualified opinion on those financial statements in accordance with

auditing standards generally accepted in the United States of America we considered the Companys

internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 7a-5g of the Securities and Exchange Commission the SEC we have

made study of the practices and procedures followed by the Company including consideration of

control activities for safeguarding securities This study included tests of compliance with such practices

and procedures that we considered relevant to the objectives stated in Rule 17a-5g in making the

periodic computations of aggregate indebtedness and net capital under Rule 7a-3a 11 and for

determining compliance with the exemptive provisions of Rule 5c3-3 Because the Company does not

carry securities accounts for customers or perform custodial functions relating to customer securities we

did not review the practices and procedures followed by the Company in making the quarterly securities

examinations counts verifications and comparisons and the recordation of differences required by

Rule 7a- 13 or in complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit preparation of financial statements in

conformity with generally accepted accounting principles Rule 7a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

MirŁr
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deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identif all deficiencies in internal control that might be material

weaknesses We did not identif any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

as described in the second paragraph of this report were adequate at December 31 2011 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on

Rule 17a-5g under the Securities Exchange Act of 1934 in their regulation of registered broker-dealers

and is not intended to be and should not be used by anyone other than these specified parties

Yours truly
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